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FDD Introductoz_'x Comment, "~ h
[The nature ang volume of investments in the East German economy in the '%' .
period 1945-1955 yere determined by tpe following three factors ip addition T
o the norml growth of the economy: war damage and dismantling under the g
Potsdam Agreement, the division of Germany, and the domination of East Germany -0
by the USSR. "g |
3 )
War damage ang dismantling resulted in a drastic reduction of East German $ _,}

reparations, ang Were thus 1ost to the Bust German eccnomy. Other industriay
Plants were Tebuilt, ang pey Capacities were created, either to work on repa-

Soviet Bloe Countries, Third, ag g result of Sovjet domination, an industry

The division of Germany cut off the industry of East Germany frop impor-
tant sources of raw materials, semifinished products, capital geods, and
consumer goods, For thig reason, the area was forced to create new industries,
factories, Plants, shops, ang laboratories, to produce commodities for which
it used to rely on West Germany or on the non-Soviet Bloc area in general. )

The secona line of development was the retooling of the GDR machine build.
ing industry from one producing light machinery ang consumer goods to one
Producing heavy machinery and equipment for the capital goods industry. This
changeover, which began in 1952 when the expansion of the metallurgical indug.
try was nearly completed ; vwas made necessary by the following factors: increaseg
demand for heavy machinery for GDR investments s export of heavy machinery gg
reparations, ang greater commercial €Xport commitments . The commercia) export
of heavy machinery increased as other East European Satellites became more
industrialized and changed their demand from consumer goods ang light machinery
to heavy machinery. Finally, there may have been g desire on the part of GDR
Planning authorities to establish an armament industry in the GDR.(1)

The following tables show GDR investments, 19491955,
-0 .
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(2) Prepareq Decembar 1951 s mi =
m:
(v) & :
) According to Law for the Five-Year Plan of 1 November 1951 =)
(c) Inv . -
this categorye;;g;l-lzs in the Land-Reform Construction Program were includeq i ‘
1954 ang o 953, and urder Housing and Comnunal Constructi !
955 long-range plans. fekion dn the ‘ |
(d) Annusg, A ;
budget alloma ig.nﬁ‘ig::ei include only GDR budget allocations; while local M '
Five-Year miov flguee ncluded under Housing and Comnunael Construction, the ‘ o
tonn Pparently includes both GDR and local budget allc;ca- '
(e) In 1 | ‘ v
o e Pl UGN L e e e s
- allocations would have been as r:ll:::'s of the 1933 sllocation nethod, 1952
Branch of Econo 1702 Plen
my (million DM) 1952 Plan Fulfiliment (%)
Health and socia} vwelfare 165 (6 .
8) :
Youth and sports 146
(205]
‘ Housing and communal |
. construction 1,015 |
, 106 !
(£) Pi |
plan fulfilﬂ.::: ;‘gg uizzl&igcg.:dg g{ivate investments, for which the plan and ;
0 : fulf :
ment, 104.2 million DM, or 33 perceng‘.’?.l) pian, 3 million D3 plan - }
. {
i
!
' i
\
R
|
K|
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(a) Gross Planneqd investments include total investment expenditures to o ) -ll
be made during the year for new investments and for the backlog of invest- ' B

ments from previous YeArs, in which the investment plen was not fulfilleq. =

Net planned investuents ao not Include this backlog, but only new investments 'i‘
actually planned for the year. P'E

(b) Pover, 262.k4 mi1150n DM; mining, 226.5 million DM

&
(e) Pover, 295.4 mi11jop DM, mining, 23c.6 million DM (1) X )
]

Investment Plans and piap Fulfillment, 1951-1953

Certain expenditures, not included ig the Five-Year Plan or in the annual ¥
investment plans of the Five-Year Plan period, must be considered investment
funds. These-includc, in the first place, small private investments which
need not be licensed and which do not appear in the investment plans for this
reason. Because of the general shortage of construction materials, this sum
is probably not very large. Secondly, general repairs in the people -owned
sector of the economy are a part of the total investment expenditures, although
they are not included in the investment plans. Such expenditures amounted to
392 million DM in 1951 and L8] million DM in 1952. To the extent to which
general repairs prolong the life of g machine beyond the time it has been fully
amortized, general repair costs must be added to investment expenditures. Fundsg .
allocated for the maintenance of public property [not futher explained] (none
in 1951, 500 million DM in 1952) should also be considered investment expendi-
tures.

The final 1952 investment plan vas about 1,250,000,000 DM greater than
originally planned. The additional allocations for industrial investments
were barely sufficient to pay for the completion of 1951 investment projects
which had not been completed by the end of that year. Other increases were
allocated to the constiruction of secondary installations in industrial enter:
prises [dispensaries, club rooms, etc. ), of housing, and of community build-
ings. Although the 1952 investment plan no longer shows investments from pri-
vate funds, it may be essumed that such investments were used, for the most
part in housing construction, and that therefore the state construction Program
[as shown in the 1952 Economic Plan, was increased by 3C0 million to 400 mil-
lion DM.

The 1952 long-term credit pldn was reduced from :9¢ million DM to L4s
. million DM, while the long-term credits to ve made available for the land-
© reform construction Program were increased from 155 million DM to 200 mil-
lion DM. Consequently, long-term credits available for al} other invest- k-
ment purposes were reduced from 335 million DM Lo 245 million DM. The funds
from which these long-term louns were to be made may even include the 116.2
million DM collected under the Nat.ional Rzconstruction Program. Consequently,
the reduction in pPrivate housing construction may only indicate a shift in
housing construction from the private to the pecple-cwned sector of the ‘
economy .

The 1952 investment plan differs from the 1951 plan in the following
additional respects: In 1952, investments in secondary installatiogs of
industrial enterprises were probably listed under appropriate plan categories
[according to the nature of the building]} rather than under the industry conp-
cerned. Secondly, while the 1951 plan probably reflected military spending,
the 1952 pian probably does not.

-8 -

{

C-0-N-F-I-D-E-N-T-I-A-}, 4
|

L]




‘ ‘ 2011 ~00803A000700240146-2
S itized Copy Approved for Release 2011/07/12 : CIA-RDP80-00809A00
a

r

.investment policy, mpue Revised 1953 Economic Plan of b October 1953 provides

‘pletion of ceonstruction actually in Progress. Total investments ; @ccording to

_ ber 1953, it appears that considerable funds, not included in the investment

‘Power and Minj
—== 2nd Miaing

(in %)
Loss Fropg Loss From

Activitx War Damages Dismntlix_lﬁ Remaini% Cagacitx
Black-coal mining [not given] IS {not given)
Brown-coal mining 3 i 1e} 27
_Browﬁ-coal briquette

production 3 35 62
Ore mining {(not :iven] 5 [not given)
Potash mining L 6 88 (3)

I

]

C-0-N-F-I-D-Z-N-T-T-A-L 50X1-HU
.
"It i5 doubtfyl whether the changes in the 1953 investment plan announced 5 L 3 | (EERE]

with the initiatig, Of the New Course > really imply an important change in gpR

for a reduction of investments in heavy industry (except the brown-coal apg
electric-pover industries) by gog million DM. However, under this new plan,

the Revised 1953 Economic Plan are lowered from 125 percent to 120 percent of

Under the revised 1953 investment Plan, about 300 million DM was avail-
able for housing ang road construction. In view of the increase ip long-term
credits of about 390 million DM, provided for in the revised budget of 9 Octo-

pPlan, from 88vings banks ang other cregit institutions » Were to be used fop
investments. Counting private funds available for construction, there is

probably oo million DM available for investments of all types, in addition to
funds provided in the original [1953] investment plan. (1)

II. INVESTMENTS BY INDUSTRIES

In 1939, the area which is pow the GIR produced 16.5 bercent of all German
mining output. Hovever, the area's share in various products differed widely.
It produced ouly 3.5 percent of all German black coal (steinkohle) in 1937, but
66.6 percent or al1 briguettes.

As & result of war damage and dismantling > the nining industry of the area
lost the following capacities in the period 1945-1947;

Table 4. 1ogg of Capacity by Mining Industry, 19Lk5.-1947

The 1oss of liquid fuel production capacity during 1G45-1647 was Lo per-
cent [of wartime capacity .,

The Two-Year Plan, 19149-1950 » did not provige -for any major investments
in the fields of fuel and power. (L)

-9-
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However, in 1949, it was plapned that the following investments were to . N o K. ]
.be made in the mining industry by the end of 1954: three new black-coal - N

wines 8ad 17 new brown-coal open-pit mines to be opened, and ten new briquette
factories to be built. Sixty-four percent of all investment funds to be avail-
?T;I)Le t.°_ the industry during this period was to be spent on these instaellations.

In 1951, 21.3 nid140n DM was made available for invesiments in tlack-coal
production, and 22.1 n13110n DM for investments in brown-coal production. The
1952 investment pian ineluged 58.2 million DM for the liquid fuel industry,
éngszerjialgu;es are included in the figures for Power end Mining in Table 3,

The output of electric power in the area which is now the GDR hag developed
as follows from 1936 to 1955:

Table 5. Electric Power Output, 1936-1955

Nonindustrial Geperating Industrial snerating
Plants Plantsg*

(militon (% of total (million (% of totel  Total Cutput

Year kvh) - output ) kwh) output) {million kwh)

1936 7,453 59 5,284 b1 12,737
1944 13,562 53 12,218 L7 25,600
1946 7,286 66 3,814 3k 11,100
1947 7,951 60 5,353 ko 13,304
1948 8,480 55 6,920 ks 15,400
1949 - 8,620 51 8,480 kg 17,300
1950 9,740 52 9,080 18 18,820
. L1951 T 10,880 51 10,480 49 21,360
1952 11,678 53 10,508 47 22,186
1953 +13,026 54 11,178 k6 2k, 204
igsh ' )
(Pian) 16,000 53 1%,200 47 30,200
1955 |
(Plan) 16,860 51 - 16,534 49 33,h1k . ’

*Including Reichsbahn electric power stations

At the end of 1553, the GIR electric pover industry had an instalied
capacity of 5,100 megawatts and a maximum actual output of 3,600 megawatts.,
According to the Five.Year Plan, installed capacity is to be 7,000 megavatts
in 1955, and actual output, 5,500 megawatts. By 1955, 33.4 villion kilowatt-
hours of power are to Dba produced in 6,1C0 hours of operation. :

There was a déficiency of boilers, as compared with generating capacity,
throughout the Five-Year Plan period, vhich was to be eliminated by the end

of this period. 4

- 10- , ' 1
C-O-N-F-I-D-E-N-T-I-A-L, '
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Total investment funds allocated for electric power dcvelppment in the
years 1951-1953 amounteq to 549.4 million LM, an average of 163 million DM per
year. Investment allocations ror this industry in 1954 amounted to 367.5 mil-
lion DM, of which 22 percent was granted in DM (West) and in foreign exchange
for the purchase of equipment abroad.(s)

Iron and Steel
——— = vteel

In 1939, the areg which is now the GDR produced 13.2 percent of the total
German iron ang steel output. Ttg metaellurgical production capacity suffered
little during the war, but under the Potsdam Agreement €0 percent of it was
‘dismantled. Consequently, crude steel production capacity fell from 1.2 mil-
lion toms per year to about 150 »000 tons per year. Other losses as a result
of dismantli‘ag Were af follows:

Table 6. Produection Capacity Losses of Metallurgical Industry

Capacity lost Remaining Capacity
Type of Production (% of (2939]) __Qons per_year)
Rolled steel ‘ &5 100,000
Steel casting 56 65,000
Cast iron 50 1€0, 000
Malleable cast jron 35 10,000

The enterprises which became SAGs were largely spared in this dismantling
Process.

However, the industry wag eble to restore production comparatively
quickly. During the years 1947-1950 » 1t was able to procure a considerable
amount of production equipment from the West by legal and illegal means,

For instance, a complete new rolling mill was Procured from West Germany for
the Riesa Steel and Rolling Mill, while the USSR returned three rolling mills
to the GIR in 1949, because GIR steel production exceeded its rolling-mill
capacity. By 1951, the GIR iron and steel industry hag largely recovered its
pre-1945 production capacity.(6) Reconstruction  work completed after that
date included: work on the Hennigsdorf Steel ang Rollinz Mill, completed in
late 1951, and on the Riesa Steel and Relling Mill completed in mid-1952; ang
modernization work at the Maxhuette Metallurgical Works B Unterwellenborn,
completed at the end of 1952.(1)

GDR investments i the netailurgical industry have been as follows during
the period 1948~1953:

Table 7. GDR Investments in the Metallurgical Industry, 1948-1953

Total Allocations for DM {West) ADlocations Included
New Investments 5> in in Total Allocations
Year million DM (Zast) (million)
1048 ’ 176.8 32.2
199 247.9 16.7
1950 362.6 27.8
1951 31.2% k.5
1952 341.6 10.7
1953 (Plan) 316.4% 12.0
- 11 -
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*[The discrepancieg betveen these figures and Table 3 above cannot pe B sy
explained, ] (§) -
New irop apg Steel productiop capacities created during this periog include ﬂ:
the following: 3
; N .
Brandenburge Steel and Rolling Mill -. Thig 8111 had eight Siemens ~Martin ce -
furnaces ip operation [ip early 19531, aud four additional furnaces were then TN
Planned. F ¢ Af:,A:

J. W. Stalin Meta.‘Llurgical Combine, F‘uerstenberg -~ The 195] investment Plan
brovided 104 million DM, and the 1952 plan 61 million DM, for its construction.

West Meta]lurgical Combine, Calbe -- The 1951 investment plan provided 35
million DM, ang the 1952 plan 27 million M, for its construction,

Doehlen High-Grage Steelworks .. The 1951 ang 1952 investment plans each
provided 27 m11)10y py Tor its construction. (1)

Through 1950, the metallurgical industry was given preferentia} treatment
in the allocation of investment funds., In 1951, its allocation wag less, but
— inereaseq again in 1952 because of the large funds needeg for the comztruct.ion
- of the J.W. Stalin ang West metallurgical combines and of the Doehlen High- -
Grade Steelworks.

‘According to a directive issued by the State Control Commission, new
construction in the metallurgica] industry under the First Five-Year Plap was
to be completeqd by the eng of 1953 » SO that the industr: would be able to make
up its Production deficit before the end of this plan. ()é)

Heavy Machine Building

It is estimated thag 31.6 bercent of the output of the German heavy machine
building industry ip 1936 was broduced in the area which is now the GIR apd East
Berlin. The GDR State Ple.nning Commission has estimateq that 1936 productionl
in this area wag worth 1,160,000 2000 Reichmarks » while 1947 broduction, that is
Productdon during the first year after disma.ntling, amcunted to Log.7 million
Reichmarks [presu.mably sales prices in the respective years]. 1t is estimateq
that the reduction in Production cepacity was roughly broportionate to this
reduetion in output, :

machine building industry. of this latter amount, the machine-topl industry
received 12 milyion DM. In 13950, more than 9o percent of 35 million DM

8llocated to the muchine building industry for investments went to the heavy

machine building industry. Tnis amount was further increased [by an unspecified

amount ] after the announcement of the Five-Year Plan, so that preliminary work !
on the 1951 plan could begin.

C—O-N~F-I-D-E-N-T-I-A-L
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Table B. Planned Investments of the GIR Machine Building Industry, g eayEny
1951-1952, as Provided in the Five-Year Flan o
Production Areag (inéluding ‘ ‘\a
their administrations of 1951 ) 1952
people-ovned enterprises)* (million DM] (%) (million DM) [€3) R S
- Ministry of Machine Buildingws, : ) N
Total " B6o 100 660 100 N i
i - Production areas : i J'
Foundries and forges (Gus) 24 2.6 8 2.7 = .
Fittings, hardware and metal :
g00ds (TEWA, MEWA, SANAR) 25 2.9 29 b ?
-Vehicle construction (IFa,
VVH, LOWA) 261 30.3 159 2h.1 ;'
Blectrical equipment, total 156 18.1 117 17.8 (7) :
Ineluding:
. {
’ | VEN 76 - &5 --
XA 20 -- 4 - ;
RFT 60 -- 28 -- (8) t
Precision instruments and ’
. optics (Mechanik, Optik) . h 8.6 75 . 1.3 . ;
» General machine building (IBH B :
Nagema, Textima, Polygraph) 102 11.9 68 10.3
Heavy machine building, total 216 25.4 9% 29.4 {7)
N Including:
" WM o - 85 --
EKH 50 -- 63 -- Co 7
ABUS T - L6 -- (1)

*[For an explanation of the abbreviations of administrations of people-
owvned enterprises, and for a list of enterprices under each administration, see : {

FDD Summary 10k. ) . :
*%[As constituted in 1951-1952.] :

Electrical Equipment

According to West German estimates , the area which is now the GDR and East

. Berlin produced 493 million Reichsmarks' worth of electrical ‘equipment in 1936 R
' out of a total German output of 2,110,000,000 Reichmarks (at 1936 prices).
During World War II, there was a considerable expansion of the electrical equip-
ment indusiry, Furthermore, because of Allied bombings, a number of factories
i ' Were moved from [East and West) Berlin to Sachsen and Thueringen. It is
; estimated that the industry lost approximately 20 percent of its capacity as ¥

8 result of war damage. . !
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After the dismantling Program, the industry retained about 20 percent of
1ts 1936 capacity in the ook gone. By 1947, most of the enterprises which
had not been wholly op partially dismantled had becom SAGs and were working
completely for the ysgg. They received authority and funds to rebuild damaged
plants and to expand their production capacity. Some of them were even glven
machinery taken from dismantleq enterprises. On the other band, enterprises
remaining in GDR ovnership received no such help. Some of the smaller enter-
prises were combined intg larger ones to produce electrical equipment which
was particularly in ghort Supply, such as electric motors.

According to the GIR State Planning Commission, GDR output of electrical
equipment in 1950 amounteq tq 1,236,000,000 DM, as compared with 1,410,000,000
DM 1n 1936, in comparaple 8ross production values calculated by the State Plap- '
ning €Comission for burposes of thisg comparison. These values are not com-
parable with the 1936 gajes brices cited above. To vhat extent the comparable
gross production valyes for 1936 and 1950 reflect the rise in brices between
these 2 years is not known.

Investment funds appropriated to the electrical equipment industry in
1951 were to be spent as follows:

Table 9. Allocations of 1951 Investment Funds for the GDR
Electrical Equipment Industry

Allocation Percentﬂe
Reconstruction of existing enterprises 12
New investments 58
Imports for investments 19
Aglvance payments for imports 5
Preparatory work on 1952 investments 6 (8)

Shigbuildigg

o The GIR invested about 60 million DM in its shipbuilding industry in 1949,
and about 85 million DM ig 1550,

Planned investments for the period 1951-1953 were as follows:

Table 10. Planned Investments in 4he CIR Shipbullding Industry, 1951-1953
(million DM)

1951 1952 953

Shipbuilding industry, total 115 ok 95 (9) ’
Including:

Warnow Shipyard, Warnemuende -- 2l 2k.5

Volkswerft Shipyard, Wismar -- 19 25.6

Shipbuilding Research

Institute, Rostock -~ - 12.0

Neptun Shipyard, Rostock - - 8.8 (1)
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Chemicals and Pharmaceuticals

The GDR spent 42.7 million DM in 1949 and 67.

L

|IA-RDP80-00809A000700240146-2

L

3 million DM in 1950 on

investments in the chemical industry. The 1951 plan called for investments

of 82.6 million DM. (10)

The GIR's investment policy in its pharmaceutical industry after 19kg
had a twofold aim. In the first place, production capacity for basic pharma-
ceuticals was to be created; for all major enterprises producing basic prod-

ucts were located in West Germany. Second, those

major producers which had

been weakeped by war damage and dismantling and small producers, many of which
bad been established ouly since World War II, were to be combined ipto effec-
tive production units. These were to be concentrated mostly in the areas of

Berlin and Dresden. However, this policy was not

carried out consistently.

Moreover, the investment funds nade available to the pharmaceutical industry
during the years 1949-1953 » 8s shown in the following table , 4id not suffice

to implement this program.

Table 11. Investments in the GDR Pharmaceutical Industry, 194%9-1953

Year Million M
1949 2

1950 '3

1951 8

1952 8

1953 ' 9-10 (11)

Road Building

The GDR Five-Year Plan provides that 35 million square meters of roads and

highways is to be repaired during the plan period.

In addition to the funds

for this work, the plan allocated 104 million DM for the new construction of
Autobahnen and long-distance highways, and a further 40 million DM for the new

construction of first- and second-class roads.

However, the costs of road construction and repairs had been underestimated.
At the end of 1951, the then Directorate-General for Motor Transports and Roads )
which was in charge of highway construction, announced that the repair of only
2.7 million square meters of ravement had cost 80 million DM, and that the new
construction of one kilometer of Autobahn cost 900,000 DM, and of one kilometer
of long-distance highway, 450,000 DM. The funds allocated for highway and road
construction and repair in 1950-1951 sufficed therefore only for 68 percent of

the construction planned for these years.

million DM for road construction.{12)

Housing Comstruction

requisitioned by the occupation power.

- 15 -
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In 1953, the GDR allocated 96 million DM for bridge and road construction,
of which about 55 million DM was intended for bridge construction, and about 41

During the period 1946-1948, housing units available in the GDR area
actually diminished. Some damaged houses were torn down, and others were

50X1-HUM

Sanitized Copy Approved for Release 2011/07/12 - CIA-RDPB0-00809A0007 002401462



) B ' I [

pproed for Release 2011/07/12 : ClA-RDP80-OO809A00700401462

Sanitized Copy

r
50X1-HUM

C-O-N~-F-I-D-E-N-T-I-A-L

From 1948 to 1950, housing became available as follows:

Table 12. Ney Housing Available in the GDR, 1948-1950

(1o units)

Planned New Planned Restored Total Planned Actually Completeg
fear  _ Housing Housing Housing Housing
1948 — o . 32,000
1949 5,000 15,350 20,350 17,500
1950 -- - 21,000 17,50¢ (2)

The first great housing construction program in the GDR was planned and
carried out in conjunction with the land reform, when there was a shortage of
about 80,400 housing units for the resettled farmers. Construction of 37,000
units for these farmers was therefore planned for 1948, but this Program was
completed only 73 percent. In 1949, 20,000 units were planned, but only 57
percent of them was completed. In 1950, after this construction program had
been shifted from the Ministry of Agriculture and Forestry to the Ministry of
Construction, 30,400 units were planned (including the defieit from 19k9),
but only 10,000 vere completed. For this reason, construction of more than One
half of the original £0,400 units had to be planned under the Five-Year Plan.

Part of the costs of the land-reform construction program was to be borne
by the resettled farmers in the form of a credit, These credits were ag fol-
lows: in 1948-1949, 15,000 DM for a house costing 25,000-30,000 DM; in 1951,
8,000 DM for a house costing 11,000 DM; and in 1952, 9,600 DM for a house
costing 13,600 DM.

The Five-Year Plan provides for the construction of & total (including
the land-reform construction program) of 240,000 units » of which 20,000 units
were to be built by the end of 1952 and a total of 54,000 units by the end of
1953. Pulfillment of this plan is not likely. In 1953, the expenditures for
nev housing in the amount of one billion DM, originally planned for that Year
in the Pive-Year Plan, were reduced to 500 million DM.

Official GDR announcements show that [completion of 7] nev housing has
increased as follows:

« Table 13. New Housing in the GDR, 1950-1953

(in percent of the preceding year) N
M 1950 96
1951 78
1952 103
1953 ko

It should be remembered that these percentages are based on low levels of
completion and do mot, therefore » indicate a continuous progress.(2)
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